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r; I : I , r.: ..... 
.... Jto., .... V c.> Decision No. _____ _ 

BZFORE THE PUBLIC UTILITIES COMMISSION OF TdE STATE OF CP~IFORNIA 

!n the Matter of the Application 

of 

SUBURBA.i.~ WATER SYSTEMS 7 a 
California co~poration7 for 
permission to borrow money and 
in connection therewith to issue 
and sell First Mortgage Series D 
5-1/4% Bonds 'IJ:le.er a Third 
Supplc:n.ental Tl"'I!zt I:c.dcntt.:r~ 
to be dated as of May 15,. 1957 

Application No. 39069 

OPIN!ON 
...---~----

In this application Subu.rban Water Syzt'3mS req.uests that 

the Co~ssion grant it authority to exeeute ~ v~rchase ~greement 

and a third supplemental tI"'tlst i.."'ldcnture, and to issue $1,000,,000 

in principal aQount of its First Mo~tgage Eonds in order to re­

rL"'l~"'lce existing short-te~ lo~s, to ,ay refunds on con~ersf 

adv~"'lces and to finance, in part, the cost of constructing 

additional ~aeilities. 

Applicant is a California corporation engaged ~ the 

public utility business of distributing ~~ter ~"'l Los Angeles 

COttnty. A.~ual reportz on file with the Commission show t~t 

the number of consuoers served by app1ie~~t increased !r~ 23,322, 

az of December 31, 1954, to 30,125, as of Decembe~ 31, 1955" and 

by referring to Exhibit No.4 attcched to the application it is. 

noted that the numbe~ of con~ers had further L~crcased to 

34,5247 as of Febrv.ary 28, 1957, an increase ot cpproximately 
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45 ~cr cent in a 26-months T period. Dxr1ng this szme pcri~ of . 
t~e, or rro~ D0c~ber 31, 1954 to :ebruary 28, 1957, a,p1ic~nt's 

investment in fJ.xed capital, after deducting a.pp11cable res~rves 

for deprcc1~tion and ~ort1zation, ~s incre~sed ~rom $6~97~,613 
'. 

to ~~ll,67.4,404, 2..."1 increase of 34,700,791 or 68 per cent. In 

the February 28, 1957 b~lance ohcct attached to the application 

as ~~ibit No. 3, applic~t reports assets ~d liabilities as 

folloW's: 

Ass~ts 

Fixed capite.! 
Tangible capi to.l 
Less: Deprec~tion reserve 

Net tangible capital 
Intangible c~pital - net 

Totcl fixed capital 
Current assets 
Deferred charecs and other 
assets 

Total assets 

Liabilitiqs 

Capital stock and surplus 
Preferred stock 

$11,,947,;392 
1,108,465 

Class A 5-1/4% c~et1ve $ 708,950 
Class B ;3% cumulative 1,760,430 

COr.t:lon stock 
Ca;pi tel surplus 
P aid in su:-plus 
Earned su...-pluz 

Total capital stock 
and S'J.rp1us 

First Mortgage Bonds 
Series A 4-7/3% 
Series B 4-1/8% 
Series C 4-1/4% 

Total first mortg~ge bonds 
Cur rent liabilities 
U. S. l~y adv~ce on cond~tion 
Consumer advanca~ for construction 
Contributions in aid of construction 
Other deferred cr~dits 

Tot~l 1iabi1itie~ 
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$10,838,927 
835.477 . 

$ 2,469,;380 
433,,550 
54;3,260 
247,344 
232.56/", 

$ 1,972,,000 
750,000 

1,750,000 

$11,,674,404 
;356,.397 

206,496 

$12,237,297 

$ 3,926,098 

4,472,000 
716,415 
93,850 

2,703,835 
:324,598 

/",51 

$12,237,297 
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In the 1ncome ztatement for the yea: 1956 attached to 

the application as Exhibi~ No.6, applicant reports gross o~~ra­

t1ng revenues of $1,477,420 ~~d net profit, oefora income taxes, 

of $215,166. Zhe comparaole :igures, as shown in ap,licantTs 

1955 nnnunl roport~ cro gro$~ operating revenues 0: tl,161,379 

and net profit, ocfore income taxe~, of $:86,355. 

Included in the ~ount re~orted in the Fe~r~ory 28, 

1957 balance sheet as cur~ent 1i~bil1tie$ arc ~hort-t~r.m b~~ 

loans in the ~ount of $200,000. Applicant ~~ticipates th~t 

such bmUt loans Will have 1ncrc~scd in ~ount to $500,000 by 

Ju."lC :.., 1957. ~o rerin~ce these b~~ loan~ ~d to provide 

the ru.~ds necessary to meet other expenditures, applic~t pro­

poses to issue t..."'ld sell ~71,500,OOO ~n prir..cipal amount of its 

Firzt Mortsage Series D 5-1/4% Bonds. !t is ,roposed that 

$500,000 of bond~ will be $old p~io~ to June 30, 1957, t~t 

Se~tcmber 30, 1957 ~d that the remainL~g $500,000 of bonds 

will be ~old prior to Dec~ber 31, 19;8. 

In EY~ibit No. S attached to the application are 

tabulations which show the use which a~plic~~t pro~ozes to 

mako of the ~roceeds from the is~ue and ~ale of the first . . 
a.."'ld second increments of the Ser1e s D bonds, as vell 2.$ tor 

the entire issue. The information cont:::.1."lcd in Exhibit No. 8 

is summarized in tha rollo~~e tabul~t1on: 
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Total 
!~SU& 

To repay bank lo~s $ 500,000 
~o pay cost of iszuing Series 

D Bonds 30,000 
To pay rerund~ due on 
con~erst advar.ces 444,500 

To buy stock 1."l mutual 
water comp~1es 30,000 

To tlake ~provenents to 
water syztem 495,500 

Total $1,500,000 

First and 
Second In£rgmer~ 

$ 500,000 

30,000 

300,000 

170,.990 

$1 .. 000,000 

Xhe first and second increments of the Series D bonds 

to be sold are to be dated June 1, 1957 and due June 1, 1977 

and are to be sold at par, plus accrued inte~~st, to The 

Lincoln National Life Insurc.nce CO:::l.pa.."lY, Pacific Mutual Life 

Insurance Comp\lnY:1 mld Bankers Life Inz'UrQllce Company of 

llJ'ebraska under the terms and conditio:ls set forth in a propo::ed 

purchase agreement ~etween the applicant and purchasers, a copy 

of such agreel:lent 5.s attached to the application as Exhibit 

No.1. The bonds to be issued will be secured by a deed 01: . 

trust and 'Will be redeemable at par, plus accrued intere::t, 

plus a p=emi~ of 5-1/4% if redeemed prior to June 1, 1964 and 

thereafter reducL~ 1:ou:-tenths of one per cent each year 

until June 1, 1977, except th~t no Series D bonds may be redeemed 

prior to June 1, 1963 if the funds to be used for that vurpose 

have been obta1ned from the issue and sale by applicant of' 

securities having an ~terest rate of less than ;-l/4% per 

ann'l..'llll.. The deed of trust 'Will be an open-end 1ndenture in the 

form of a third supplemental to the trust ~~dcn~~e dated 
/ 

October 1" 1953" 'Which trust indenture a:;n,11eant executed 'U.""l.dcr 

authorization granted by this Commission in Decision No. 49423, 
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dat~d Decemb~r 15, 1953, in Application No .. 3487~. ?rom the 

detail conta1ned in applicant f s February 28, 1957 ~alance sheet, 

1t ~ppears th~t the 1nvestment in !ixed capital totals 

$11,674,404 a!ter deducting the related rese~ves for deprecia­

tion and ~ortizat1on, that there are $2,703,885 of consucers T 

adv~ccs for construction outst~d1ng an~ thzt the bal~ce or 

the capit~l structure consists 0: ~onds, stock and surplus 

totaling $8,398,098. A tabulation showing the capitsl rstios 

existing as or February 28, 1957, and after giving efrect to . 
the issue· or $1,000,900 of bonds and the use of $300,000· of 

the proceeds from the bond 1ssue to refund cor.~ersT advances, 

as herein proposed on a pro forma baSis, follo .... Tc: 

February 28, 
1957 

Bonds 
Advances for constructiotl 

Subtotal 
Preferred. stock 
Common stock ~qu1~J 

Total 100% 
=== 

Excluding advances for const~ction fr~ the compu~­

tions or the capital ratios as or Feb=uary 28, 1957, and on a 

pro ro~~ basis including the proposed issue of $1,000,000 of 

bonds, the long-term debt ~epresents 53 per cent ~~d 58 pc~ cent, 

ro:;pcctively, of the capitaJ. structure. It is thus apparent 

tMt applicant has cont1nuec. to f'1n3l'lce 1 tself primarily through 

the use of' debt capital. 

In Deci:;ion No. 52240, dMted NovcmDer 14, 1955, in 

App11c~tion No. 37401 :me. in subsequent decisions, the Com:ni::::::ion 

h~~ ~tatcd th~t ~pplicant ~hould give prompt eonzideration to the 
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x~ thi:. 'co~~cct1on, i~ is noted 

that ch::n.r.e the :"I~riCid D~cc:n'bcr 31 ... 1951,. to Fcbr\:l:lr:' ?8" 1';57.1 

manner: 

Prcrcrr~d. ctock 
Iszllesef Cl~s$ A 5-1/4% 
I$S~O$ of Clac~ B 3% 

Total Dreferred 1$~U~S 
Incr0a~~s in c¢u~on stock c~~~tJ 

d.uc to rC'invo~t"lI~nt of rctr;l.~nc.·d 
C D.:ton in.::;:; 

Issues of bends 
Net 1ncr0a~c in consu~cr ~dv.~~c~c 

ror construction 

To~l 

:11cnt~ • 

01.:l't~.:tn.ndi:r~: .:()~:::t:l',]C:- .... d.,.:mcc contro.ct~. 

of its sccur:t t;;'~s as he:-cj.n C!uthoz-!.zcd.. 

105 .. 213 
1;1972.1 coo; 

959. el . .!, 
$.;287,972 

, -

o:utl'lorizution yrill b" limitt:!d o.t this ti:.'lc to tr..c !'irst :n:.d 
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It is the Comission 1 s i'ino.ing in this proceedir~ that 

the funds to be procured from the here~~ ~uthorized sale of 

~eeurit1cs arc required by the co~~~~y for the purposes indicated 

herein, t~~t the money, property or labor to be procured or p~1d 

to~ by the issue or th~ bonds herein authorized iz r¢asonably 

~equ1rcd by Suburb~ W~ter Systems !or the purposes s?eci~1ed 

herein and thai: s'1lch purposos, except a~ otherwise ~1lthor1zcd.". 

~rc not, in whole or in part, reasor~bly ch~rgeable to operating 

expensc~ or to income. 

The authority herein granted. is for the issue o~ 

securities only and. is not to be const:oued as a finding by the 

Co::nnis:;ion CoS to amounts which will be !.ncludec. 1."'l a future rate 

baze for the purpose of determ:tning just and reason~ble rates. 

o R D E R ....... ---

The Commission having considered the above-ent~tled 

mo.tter and being of the opinion that a public hea-"'"ing is not 

necessary o.nd that the app11catio:l should be granted, as here1:l 

provided; ~~erero~e1 

IT !S EEP~y ORDERED as follows: 

1. Su.b~'ban 1'Tater Systems on and after the ei"fect1ve 

d.ate hereof ~d on or be~ore November 30, 19571 may is~~o and 

sell not to ey.ceed $1,000,000 in ,rL~cipa1 zmo~t of its First 

Mortgage Series D 5-1/4% Bonds at par, plus acc~ed interest 

~~d may use the proceeds tor the purposes set forth ~~ its 
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application. the accrued interest from tho sale of the bonds 

may be used for such purposes or for general corporate purposes. 

2. Su·ourban 'Water Systemz ~y execute a purc'b.:lz~ 

:lgreem.ent and a t.."-l1rd supple::lental trust indenture in, or 

substantially in, the z~e fo:"I::. as those filed in this pro­

ceeding as E~~oit~ No.1 and No. ~respective1y. 

:3. Suburban ioTa ter Sys tec.s shall file 'Wi tb. the 

Commission a report, or reports, as re~ired by General 

Order No. 24-A, Vhich order, L~sorar a~ ap~licable, is made 

a part of this order. 

4. The authority herein granted will become 

effective "..men Suburban vTater Syste:ns hz.s paid the fee 

prescribed by Section 1904(b) of the ?ubl~c Utilities Code, 

which fee is $1,000. 

Date at _.-.;.&n~_Fr:l._::IJlC_:f:!_sc_:o __ , Ca11fornia, this 
( 

day of __ ~\.~;;...;.;.....;....;o~""""";,,... 

() 

.--------------
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